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VEMORANDUM OPI NI ON AND ORDER

| nt roducti on

Plaintiff Blacklight Power, Inc., alleges that defendant
Q Todd Di ckinson, Conm ssioner of the Patent and Trademark
O fice (PTO), violated the Adnmi nistrative Procedure Act (APA),
5 US C 8§ 706 et seq., when the PTO wi t hdrew one and
threatened to withdraw four others of plaintiff's patents from
issue after plaintiff had received a "Notice of Allowance and
| ssue Fee Due" and payed the issue fee. The issues presented
are whet her the defendant had the authority to w thdraw
plaintiff's patent after plaintiff had paid the issue fee,
and, if defendant did have the authority, whether that
wi t hdrawal was arbitrary and capricious. Plaintiff clains

t hat defendant's actions were arbitrary and capri ci ous, and



that the internal regulation on which defendant relies
contravenes the governing patent statute. Pending before the
Court are the parties' cross notions for summary judgment.
Upon consideration of the parties' notions, nmenoranda in
support, responses in opposition, replies in support, and the
argunents at the May 22, 2000 nmotions hearing, plaintiff's
nmotion for summary judgnent [11-1] is DENIED, and defendant's

nmotion for summary judgnent [13-1] is GRANTED.

I1. Factual Background

Plaintiff has filed a series of five patent applications
for technology that, according to plaintiff, represents a new
source of chem cal energy from hydrogen. One of these, titled
"Lower - Energy Hydrogen Methods and Structure,” was filed March
21, 1997. This application was issued as U. S. Patent No.

6, 024,935 (the '935 patent) on February 15, 2000. Another of
these, Ser. No. 09/009, 294 (the '294 application), titled
"Hydride lons,"” had been filed January 20, 1998. Duri ng
prosecution of the '294 application, plaintiff cited over 130
prior art articles concerning "cold fusion" and "perpetual
notion." \When the primary patent exam ner raised issues
relating to the operability of the '294 technol ogy, plaintiff

conducted a personal interview with the exam ner to discuss



the articles and the operability issues. On Cctober 18, 1999,
defendant issued a Notice of Allowance and | ssue Fee Due for

the '294 application (Notice). The Notice reads:

THE APPLI CATI ON | DENTI FI ED ABOVE HAS BEEN EXAM NED
AND |I'S ALLOWED FOR | SSUANCE AS A PATENT.
PROSECUTI ON ON THE MERITS IS CLOSED

THE | SSUE FEE MUST BE PAID W THI N THREE MONTHS FROM
THE MAI LI NG DATE OF THIS NOTICE . . . Pl.'s Mdt. for
Sunmm J., Ex. 2.

Plaintiff paid the issue fee three days |ater, October 21,
1999. See Pl.'s Mot. for Summ J., Ex. 3. Follow ng paynment
of the issue fee, the '294 application was set to issue as
U.S. Patent No. 6,030,601 on February 29, 2000.

On February 17, 2000, twelve days before the '294
application was to issue, Frances Hicks, a Petitions Exam ner
with the Ofice of Petitions, O fice of the Deputy Assistant
Comm ssi oner for Patent Policy Projects, issued a Notice
(February 17 Notice) informng plaintiff that, by request of
the Director of the Special ProgramLaw O fice, "the ['294]
application . . . is being withdrawn fromissue pursuant to 37
CFR §1.313. . . to permt reopening of prosecution.”
Pl."s Mot. for Sutm J., Ex. 4. It is uncontested that the
'294 application file was not in defendant's possession at the

time this Notice was sent.



Upon receiving the February 17 Notice, plaintiff's patent
counsel began investigating the circunstances surrounding the
wi t hdrawal , contacting different PTO enpl oyees by tel ephone
and by mail, including Ms. Hicks, and Director Esther
Kepplinger. On February 28, 2000, plaintiff's patent counsel
hand-delivered a final letter asking that the w thdrawal be
reconsi dered. Director Kepplinger net with himto receive the
letter. She conceded that she still did not have a copy of
the '294 application, at which tinme plaintiff's patent counsel
provi ded her with a copy of his own '294 application file.

See Pl.'s Mot. for Summ J. at 10; Melcher Decl. T 22. In
that meeting, Director Kepplinger indicated that she was
concerned that the '294 technol ogy involved "cold fusion" and
"perpetual notion."? She al so stated that the PTO i ntended

to withdraw fromissue four others of plaintiff's patents-in-

! In plaintiff's notion for summary judgnment,
plaintiff details that Director Kepplinger indicated that
Comm ssi oner Dickinson had tel ephoned her and told her to re-
eval uate the '294 application after receiving communications
from undi scl osed third-party sources conpl ai ni ng about the
'935 patent. See Pl.'s Mot. for Summ J. at 11. However, at
the May 22, 2000 notions hearing, for the purposes of the
sunmary judgnment nmotion, plaintiff's counsel retracted its
argunment that the withdrawal of the '294 application was in
response to pressure outside of the PTO. See May 22, 2000
H'g. Tr. at 52.



application.? See Verified Conmpl. § 22.

Pursuant to 37 C.F. R § 1.181(a)(3), defendant treated
plaintiff's February 28 letters to the Comm ssioner, Director
Robert Spar, and Director Kepplinger, as a single petition
requesting that the Conmm ssioner exercise his supervisory
authority and reverse the PTO s withdrawal decision. 1In a
deci sion issued March 22, 2000 (March 22 Deci sion), defendant
denied plaintiff's petition, refused to rescind the February
17 Notice, and disallowed plaintiff's patent. See Pl."'s Mdt.
for Suifm J., Ex. 8. The March 22 Decision indicated that the
reason behind the withdrawal of the '294 application was its
simlarity to the '935 patent, both of which claimed to attain
energy |l evels below the ground state according to a "novel

atomc nodel." See Pl.'s Mot. for Sunm J., Ex. 8 at 2. Bot h

claimthat the electron of a hydrogen atom can attain an
energy |evel and orbit below the 'ground state' corresponding
to a fractional quantum nunber. According to defendant, this
assertion alarnmed the Director, who had exam ned the '935
patent, and who had | earned of the '292 application, because

it "did not conformto the known | aws of physics and

2 The four other patent applications are: Ser. No.
09/ 008,947, filed January 20, 2998; Ser. No. 09/009, 455, filed
January 20, 1998; Ser. No. 09/009,678, filed July 7, 1998; and
Ser. No. 09/111,160, filed July 7, 1998.
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chem stry." 1d. The March 22 Decision states that the

Director "was imedi ately aware that any pendi ng application
enbodyi ng such a concept raise[d] a substantial question of
patentability of one or nore clainms which would require

reopeni ng prosecution.”™ Id.

[11. Pr ocedure

Plaintiff filed this lawsuit on March 1, 2000.
Plaintiff's conplaint consists of two counts. Count | seeks
prelim nary and permanent injunctive relief directing
defendant to issue the five contested patents-in-application
as patents. Count Il seeks a declaratory judgnent that
def endant's wi t hdrawal of the patent applications was
arbitrary and capricious and contrary to the PTO s own
regul ati ons and to the applicable patent issue statute.
Plaintiff filed its motion for a tenporary restraining order
and prelimnary injunction on March 2, 2000. At their March
3, 2000 hearing, the parties agreed that plaintiff would
withdraw its notion w thout prejudice, and defendant woul d not
take any Office Action with respect to the patents-in-
application. On March 8, 2000, the Court issued an order
menorializing that agreenment, and setting a briefing schedule.

Def endant filed the adm nistrative record on March 22, 2000.



The parties filed their cross notions for summary judgment on
April 4, 2000. They filed their responses in opposition on
April 18, 2000. Plaintiff filed its reply in support on My
1, 2000, and defendant filed its reply in support on May 5,
2000. The Court held a notions hearing on the cross notions

for summary judgnment on May 22, 2000.

| V. Discussion

The Court nmust exam ne several questions to resolve the
pendi ng cross notions. First, the Court nust determ ne whether
def endant has the authority to withdraw plaintiff's patent
after plaintiff has paid the issue fee. |If the Court
determ nes that the PTO did possess the requisite authority,
then the Court nust conclude which PTO i ssuance, the February
17 Notice or the March 22, 2000 Decision, constitutes final,
revi ewabl e agency action. As the |ast step, the Court nust
det erm ne whet her that final agency action was arbitrary and

capricious in contravention of the APA

A. VWhet her the PTO Has the Authority To Wt hdraw
Plaintiff's Patent After Paynent of the |ssue Fee

Plaintiff argues that the PTO does not have the authority

to withdraw plaintiff's patent after paynment of the issue fee



for three reasons: 1) because doing so violates the plain
| anguage of the statute, 2) because the PTO regul ati on on
whi ch defendant bases its authority violates the plain

| anguage of the statute, and 3) because case |law directs

def endant to issue the patent upon paynment of the fee.

1. Pat ent | ssuance Statute: 35 U S.C. § 151

The parties interpret 35 U.S.C. § 151, the statute
governing the issuance of patents, to support their respective
positions by focusing on different sections of the statute.

35 U.S.C. 8 151 provides in relevant part:

If it appears that applicant is entitled to a
patent under the law, a witten notice of allowance
of the application shall be given or mailed to the
applicant. The notice shall specify a sum
constituting the issue fee or a portion thereof,
whi ch shall be paid within three nonths thereafter.

Upon paynment of this sumthe patent shall issue,

but if paynment is not tinely nade, the application
shal | be regarded as abandoned. 35 U.S.C. § 151
(enphases added).
Plaintiff focuses on the italicized | anguage directing that
"[u] pon paynent of [the issue fee] the patent shall issue." It
is well-established that "shall"” is the "l anguage of conmand.”
Boyden v. Comm ssioner of Patents, 441 F.2d 1041, 1042 n.3
(D.C. Cir. 1970), cert. den., 404 U.S. 842 (1971). Here, it is

uncontroverted that the Notice of All owance for the '294



application stated that the application was "all owed for
i ssuance as a patent” and that "prosecution on the nerits is
closed." Pl.'s Mt. for Summ J., Ex. 2. It is also
uncontroverted that plaintiff paid the appropriate fees.
Accordingly, plaintiff contends that defendant's defal cation
is at |l oggerheads with the statute's clear command.

Def endant argues that if the statute is read in toto, see
Dole v. United Steelworkers of Am, 494 U S. 26, 35 (1990), it
is clear that the withdrawal of these patent applications is
within the PTO s power. Defendant notes that the entire
section is prem sed on whether "it appears that [the]
applicant is entitled to a patent under the law." Here,
def endant contends, that is not so, because of plaintiff's
claims of having attained an energy |evel and orbit below the

hydr ogen "ground state" corresponding to a fractional quantum

nunber. Defendant also rem nds the Court that even though the
word "shall" generally is interpreted as inposing a mandatory
duty, "shall" may also be interpreted differently dependi ng on

its context. See LO Shippers Action Commttee v. |ICC, 857
F.2d 802, 806 (D.C. Cir. 1988). As a result, defendant
contends, plaintiff's textual argunent is not persuasive.

The parties clash over the appropriate standard of review

for the PTOs interpretation of 35 U S.C. § 151. Plaintiff



contends that, since the |anguage of 35 U.S.C. 8§ 151, the
patent issuance statute, is unanbiguous, the proper statutory
construction of 8 151 is a question of |law that the court

deci des without deference to the PTO s interpretation. 1In In
re Portola Packaging Inc., 110 F.3d 786, 788 (Fed. Cir. 1977),
the court held that judicial inquiry is "conplete" when the
terms of a statute are unanbiguous. Plaintiff argues that 8§
151 i s unanbi guous because it dictates that the "patent shal

i ssue” upon paynment of the issue fee.

Def endant responds that the PTO s interpretation of 35
U.S.C. 8 151 is due Chevron deference, and should be upheld.
See Chevron U.S. A, Inc. v. Natural Resources Defense Council,
Inc., 467 U.S. 837, 842-44 (1984). "When faced with a problem
of statutory construction, [the reviewing court should] show]
great deference to the interpretation given the statute by the
of ficers or agency charged with its adm nistration.”™ Udall v.
Tall man, 380 U.S. 1, 16 (1965). The PTO Director is charged
with admnistering 35 U S.C. §8 151. Accordingly, defendant
mai ntai ns, the Court should grant defendant's interpretation
consi derabl e deference. For additional support, defendant
cites Harley v. Lehman, 981 F.Supp. 9 (D.D.C. 1997). The

Harl ey court held that the PTOs interpretation of 8 151 is
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due Chevron deference, and that the PTO s interpretation was
reasonable in |light of the agency's "duty to ensure that the
patents it issues are valid." 1d. at 11. The Court is
persuaded that the holding of the Harley court, which applied
to a situation factually and procedurally identical to the
present case, applies to the present case.® Therefore, the
Court will accord the PTO s interpretation of 35 U S.C. § 151
the deference it is due under Chevron.

Exam ning the parties' interpretations under the by now
fam liar Chevron two-step inquiry, this Court concludes that
defendant's interpretation of the plain |anguage 35 U S.C. 8§
151 should be upheld. See Harley, 981 F. Supp. at 11. The
code prem ses issuance of a patent upon paynment of the issue
fee "[i]f it appears that applicant is entitled to a patent
under the law. . . ." See 35 U. S.C. § 151. These words
clearly establish the PTO s mandate to i ssue valid patents.

See Inre Etter, 756 F.2d 852 (Fed. Cir. 1985).

3 For a nore in-depth discussion of Harley, see A 3.,
"Casel aw. "
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2. PTO s Adm nistrative Regulation: 37 CF.R 8§
1. 313(Db)

Plaintiff asseverates that 37 CF.R § 1.313(b), the PTO
regul ati on inplementing 8 151, on which the PTO based
wi t hdrawal of the '294 application and its proposed w t hdrawal
of the other four allowed applications, is invalid. Plaintiff
contends that that regulation violates 8 151's mandate t hat
patents shall issue upon paynent of the issue fee. 37 CF. R 8§
1.313(b) provides:

VWhen the issue fee has been paid, the application

will not be withdrawn fromissue for any reasons
except:

(1) a mstake on the part of the Ofice;

(2) a violation of 8 1.56 [fraud] or illegality

in the application;
(3) unpatentability of one or nore clains .
37 CF.R 8 1.313(b) (enphasis added).

The gravanen of plaintiff's regulatory argunent is that the
i ssue before the Court is not whether the PTOis obligated to
determne a claims patentability, but when it nust nmake this
determ nation. Plaintiff argues that 8 151 and its
| egislative history indicate that the PTO nust make this

determ nati on before i ssuance of the notice of all owance and

paynment of the issue fee.*

4 Plaintiff conpares 8§ 151 to 35 U.S.C. § 303, the
pat ent reexam nation statute, which allows reexam nation of a
patent only if there is a "substantial new question of

12



Def endant counters that the PTO has |ong had the
di scretion to withdraw a patent even after paynment of the
i ssue fee on unpatentability grounds. Subsection (3) was
added to 37 CF. R 8 1.313(b) in 1982. However, even before
the addition of the "unpatentability" |anguage, the PTO had
the discretion to withdraw applications fromissue on the
basis of "m stake on the part of the O fice" or subsection
(1). The m stake ground was consistently held to envel op
subsequently di scovered reasons underm ning an application's
patentability. See, e.g., Hull v. Conm ssioner of Patents, 8
D.C. (2 MacArth.) 90 (1875)(denying wit of mandanus
requesting issue of withdrawn patent). |I|ndeed, defendant
argues that the Director has not only the discretion but the
duty to withdraw a patent fromissue if there is a question
about its patentability. See In re Al appat, 33 F.3d 1526,
1535 (Fed. Cir. 1994)(en banc)(plurality opinion) (holding
that the "Comm ssioner has an obligation to refuse to grant a

patent if he believes that doing so would be contrary to

patentability.” The Federal Circuit, dism ssing the PTO s
reliance on its Manual of Patent Exam ning Procedure ( MPEP),
held that this statute does not all ow reexam nation of patent
claims on ground considered before the patent was issued, even
t hough reexam nati on m ght reveal that the requirenents for
patentability had not been met. 1In re Recreative Technol ogi es
Corp., 83 F.3d 1394, 1397 (Fed. Cir. 1996).

13



law") .

As for the standard of review of the PTO s adoption of 37
C.F.R 8 1.313(b), its own regulation, plaintiff offers two
argunments to support its contention that the Court's review
shoul d be nore searching and | ess deferential. First,
plaintiff argues that 37 C.F. R 8 1.313(b) does not have the
force and effect of |aw, because the PTO does not have
subst antive rul emaki ng powers outside of its own regul ations,?®
and so the regulations are not entitled to the Court's
def er ence.

Alternatively, plaintiff avers that, even if the Court
wer e persuaded that deference is owed 8§ 1.313(b) because it
concerns patent proceedings, the regulation still cannot be
"inconsistent with law," and under this standard, 8§ 1.313(b)
is invalid. Even where an agency's interpretation is entitled
to deference, "the courts are the final authority on the issue
of statutory construction. They nmust reject admnistrative
constructions, whether reached by adjudication or by
rul emaki ng, that are inconsistent with the statutory mandate

or that frustrate the policy Congress sought to inplenment."”

5 35 U.S.C. 8 6 enpowers the Conmi ssion to "establish
regul ati ons, not inconsistent with law, for the conduct of
proceedings in the Ofice." Accordingly, the Comm ssioner may
i ssue only those regul ations concerning the conduct of PTO

proceedi ngs.
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FEC v. Denobcratic Senatorial Canpaign Comm, 454 U.S. 27, 32
(1981). Here, plaintiff clains, Congress has explicitly
spoken to the salient issue, and so the court "nust give
effect to the unanbi guously expressed intent of Congress.”
Brown & WIIlianmson Tobacco Corp., 2000 WL 289576 at *6.

Def endant nmi ntains that Chevron deference is appropriate
here as well, on several grounds. First, as noted above,
def endant argues that this regulation is due great deference
because it was propounded pursuant to a statute that the PTO
Director is charged with adm nistering. See Udall v. Tall man,
380 U.S. 1, 16 (1965). Second, defendant argues that the
Court nmust "accord[] considerable weight to the prior |ong-
standing interpretation, if reasonable, of the agency charged
with adm nistering a regulatory schenme,” see Craft Machi ne
Works, Inc. v. United States, 926 F.2d 1110, 1114 (Fed. Cir.
1991), and that 35 U.S.C. § 151 and 37 C.F.R 8§ 1.313(b) have
co-exi sted w thout incident under that "prior |ong-standing
interpretation."®

This Court is persuaded by defendant's argunent.

6 The PTO has interpreted the "shall issue"” |anguage
as allowi ng the withdrawal of a patent after payment of the
issue fee for alnobst a century. See Rules of Practice in the
Patent OFfice 8 165-55 (1888-1848); Rules of Practice of the
United States Patent Office in Patent Cases 8§ 313 (1949-1972);
and see 37 CF.R 8 1.313(b) (1973-1996).
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According the PTO s adoption of 37 C.F. R § 1.313(b)
appropri ate deference under Chevron, this Court holds that the
PTO s regulation is em nently reasonable, in |light of the

PTO s purpose of issuing valid patents, and contravenes

neither the spirit nor the letter of 35 U.S.C. § 151.

3. Casel aw and I ntersection between 35 U S.C. § 151
and 37 C.F. R 8§ 1.313(b)

Plaintiff cites three cases in support of its argunent
that, once patent fees have been paid, issuance of the patent
is arequired adm nistrative formality.” In Brenner v.

Ebbert, 398 F.2d 762 (D.C. Cir. 1968), cert. den., 393 U. S
926 (1968), the D.C. Circuit stated that "if the issue fee is
timely tendered, the patent nust issue,” and that issuance of
the patent is "a relatively mnisterial act."” Brenner, 398
F.2d at 764. The Brenner plaintiffs failed to pay the issue
fee within the statutory three nonth tinme period because of an
error by their attorney. When plaintiffs tried to pay the fee

al nost seven nonths after it was due, defendant PTO rejected

! Plaintiff also cites Judge Newman's concurring
opi nion in Exxon Chem Patents, Inc. v. Lubrizol Corp., 935
F.2d 1263 (Fed. Cir. 1991), as persuasive authority in
support. Defendant notes that this was only a concurrence,
and therefore "not the law," as Judge Newman hersel f pointed
out in Pioneer H -Bred Int'l, Inc. v. J.EEM Ag Supply, Inc.
200 F.3d 1374, 1378 (Fed. Cir. 2000).
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the paynent. Plaintiffs tried to revive the application. The
Comm ssi oner dism ssed the petition. Plaintiffs brought suit
to reverse the dism ssal, conpel revival, acceptance of the
fee, and issuance of the patent. 1d. at 763. The court
upheld the PTO s dism ssal. Defendant notes that, since
Brenner concerned the timng of paynment of the issue fee, and
not the PTO s authority to withdraw a patent fromissue, the

| anguage on which plaintiff relies is dicta. Defendant is
correct. In fact, the court expressly set aside meani ngful
consi deration of the patent issuance |anguage, preceding the

| anguage on which plaintiff relies with "[c]ongress

establi shed a separate statutory framework for what remains --
i ssuance of the patent." Accordingly, the Court is not
persuaded by this | anguage.

Plaintiff also cites United States Gypsum Co. v. Masonite
Corp., 21 F.Supp. 551 (D. Del. 1937) in support of its
mandatory interpretation of the "shall issue" |anguage. In
Gypsum the court held that the defendant had a legal right to
pay the final patent fee. |In interpreting identical "shal
i ssue" | anguage in an earlier version of 8 151, the court
stated that "the Conmm ssioner is bound by statute to issue the
patent” once the final fee has been paid. United States

Gypsum Co. v. Masonite Corp., 21 F.Supp. 551, 552 (D. Del.
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1937). Defendant discounts the Gypsum hol di ng by noting that
there, as in Brenner, the issue before the court was not

whet her the PTO has the authority to withdraw a patent
application fromissue after paynment of the issue fee; it was
whet her the district court should enjoin a patent applicant
from paying the issue fee on its allowed application.

Accordi ngly, defendant argues, and the Court agrees, this
hol di ng has no rel evance to the present case. As with
Brenner, the Court places no reliance on the |anguage
plaintiff cites.

Finally, plaintiff cites Sanpson v. Dann, 466 F.Supp. 965
(D.D.C. 1978), aff'd 610 F.2d 1000 (D.C. Cir. 1979), which is
factual ly anal ogous to the present case. In a prior |awsuit,
t he Sanpson court had remanded the Sanpson plaintiff's case to
the PTO for the purpose of granting plaintiff a reissue
patent. On remand, the PTO exam ner conpleted the patent
exam nation, the PTO sent plaintiff a notice of allowance, and
plaintiff tinely paid the fee. The PTO miled plaintiff a
noti ce scheduling the issuance of the patent. Before the
patent was issued, however, a defendant in a separate patent
i nfringement action brought by Sanpson contacted the PTO to
informthe PTO of prior art not considered during the review

of the original application. |In response, PTO officials

18



exam ned the prior art, and directed that the prior art be

wi thdrawn fromissue because the prior art raised doubts about
patentability. Plaintiff returned to court and argued that he
was entitled to have the patent issued. The court agreed,
hol di ng that Congress' command in 8 151 that "'the patent
shal |l issue' created an enforceable right in Sanpson." See
Sanpson v. Dann, 466 F.Supp. 965, 972 (D.D.C. 1978). The
court also postulated that "[t] he Patent and Trademark
Office's over-all effectiveness as a protector of that public
interest mght well be enhanced by strict and nmerciful cut-off
of Patent and Trademark Office consideration of an individual
patent application once notice and paynent have been effected,
particularly one that has been so prom nent and protracted as
Sampson's. " |d.

Unli ke the Brenner and Gypsum courts, the Sanpson court
considered the issue presented in the present case: whether
def endant has the authority to refuse to i ssue a patent once
the i ssue fee has been paid. Accordingly, defendant addresses
it by citing a nore recent case fromthis court, Harley v.
Lehman, 981 F. Supp. 9 (D.D.C. 1997), which al so considered the
issue in the present case, but which discounts the Sanpson
case because of a subsequent change in the PTO s inplenenting

regul ati ons.
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Harley is factually and procedurally identical to the
present case. In Harley, plaintiff's application was all owed,
plaintiff paid the issue fee, and a patent nunber and issue
date were set. Just five days before the issue date, pursuant
to 37 CF.R 8 1.313(b)(3), the PTO withdrew the application,
because a PTO director becanme concerned about the possible
unpatentability of the application's clainms. The applicant
sued in district court, asserting, as Blacklight does, that
t he Comm ssioner |acked the statutory authority to w thdraw
t he patent once the issue fee had been paid. The Harley court
held that the PTO regul ation allow ng withdrawal of a patent
fromissue based on unpatentability was a reasonabl e
interpretation of 35 U . S.C. 8 151. The court also noted the
hi storic coexistence of the ostensibly vying statutes as
further proof that the PTO s interpretation was reasonabl e.

The Harley court specifically discounted the Sanpson
case. Like Blacklight, the Harley plaintiff relied on
Sanpson. The Harley court held, however, that "[p]laintiff's
reliance on Sanmpson v. Dann . . . is msplaced. . . . [because
t]he regulation at issue in this case had not yet been enacted

when Sanpson was decided."® Harley, 981 F.Supp. at 12 n. 3.

8 When Sanpson was decided in 1978, the PTO s
regul ati ons did not expressly allow wi thdrawal on the basis of

20



The Sanpson court considered the interplay between 35 U.S.C. 8§
151 and 37 C.F. R 8 1.313(b) before the unpatentability
ground, or subsection (3), had been added to the latter

provi sion. Accordingly, the provision allowed the PTOto

wi t hdraw t he patent after paynent of the issue fee only in
cases of (1) a m stake on the part of the Ofice, and (2) a
violation of 8 1.56 [fraud] or illegality in the application.
The Sanpson court held that, since there was evidence of

nei ther m stake nor fraud, the PTO was |l egally bound to issue
plaintiff's patent. Defendant's argunment on this score,
therefore, is double-edged: not only is Sanpson totally void

of persuasive authority here, but Harley is controlling.?

unpatentability after paynment of the issue fee. The

regul ati on was anended in 1982 specifically to allow

w t hdrawal fromissue on the basis of "unpatentability of one
or nore clainms." See 37 CFR § 1.313(b)(3).

o At the May 22, 2000 hearing, plaintiff argued that
there actually is no functional difference between the Sanpson
court's consideration of the pre-subsection (3) regulation and
the Harley court's consideration of the post-subsection (3)
regul ati on. See May 22, 2000 Hr'g Tr. at 63. Plaintiff
argued that, in Harley, the PTO indicated that they relied on
the m stake exception to justify the withdrawal of the Harl ey
plaintiff's patent, and that the m stake was the
unpatentability of plaintiff's claim |In other words,
plaintiff argues defendant slid subsection (3) unpatentability
under subsection (1) exception. Therefore, both courts were

actually considering the sanme subsection -- subsection (1) --
and the fact that subsection (3) had been passed is of no
consequence. |d. The Court disagrees. The Harley opinion

clearly indicates that subsection (3), and not subsection (1),
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The Court finds that Harley, and not Sanpson, is the nore
persuasi ve authority. First, the Sampson opinion, in a
crucial section, includes |anguage that effectively
approvingly presages the addition of subsection (3):

It may be that fraud by the applicant, or even good
cause for the failure by the Patent and Tradenark
Office to discover the prior art earlier would
justify a court- fashi oned exception to the
statutory command. For exanple, Patent and
Trademark Office custom m ght have established and
Congress m ght have accepted such an exception. But
the Patent and Trademark Office has failed to offer
any persuasive proof of such a customor its
acceptance by Congress. Moreover, there is a
substantial difference between fraud or other

guesti onabl e action by an applicant which m ght
justify such an exception and the recei pt of prior
art allegations raising routine substantive
guestions about patentability of a wi dely known
invention claimwhich is at |east ten years ol d.
Sanpson, 466 F. Supp. at 972-3.

Second, the Court is persuaded that the fact that the Harl ey
court squarely consi dered subsection (3), while the Sanpson
court did not, makes Harley nore persuasive. Accordingly,
this Court finds that, under the applicable casel aw,

def endant's interpretation of the governing patent issuance

statutes is reasonabl e.

was at issue. See Harley, 981 F.Supp. at 9, 11.
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B. VWhi ch PTO I ssuance Constituted Reviewabl e Final
Agency Action

The parties disagree over which of the February 17 Notice
or the March 22 Decision constituted final, reviewabl e agency
action under the APA. Under 5 U S.C. 8§ 704, "[a]gency action
made revi ewabl e by statute and final agency action for which
there is no other adequate renedy in a court are subject to

judicial review. " For these purposes, 'agency action’

i ncl udes the whole or part of an agency rule, order, license,
sanction, relief, or the equivalent or denial thereof, or
failure to act...." 5 U S.C. §8 551(13). The parties do not

di spute whether the February 17 Notice and the March 22

Deci sion constitute "agency action" under the neaning of the
statute; they disagree over which agency action is "final" and
therefore "reviewable."

Plaintiff contends that the February 17 Notice is the
final, reviewabl e agency action. See Pl.'s Mdt. for Summ J.
at 31-3. Courts nust interpret the "finality" el enment
flexibly and practically. See Abbott Laboratories v. Gardner,
387 U.S. 136, 149 (1967). Furthernore, in order to be final,

the ruling nmust not have been issued by a subordinate

of ficial. See Franklin v. Massachusetts, 505 U. S. 788, 797
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(1992). Plaintiff argues that the February 17 Notice
constitutes the PTO s final action because that Notice
effectively vitiated the enforceable right to the '601 patent
t hat arose upon plaintiff's paynment of the issue fee. It was
definitive action, in that plaintiff's patent counsel's
efforts to reverse the Notice were unavailing. And,
practically speaking, it had the very concrete effect of

del ayi ng Bl acklight's planned public offering.

Plaintiff further argues that the February 17 Notice is
the final agency action because the March 22 Decision is
nerely a post hoc, pretextual rationalization cooked up for
litigation purposes. The March 22 Decision was issued after
plaintiff filed its lawsuit. Plaintiff characterizes the
Deci sion as a new record nmade for the reviewing court. See
Consunmer Federation of Anerica v. U.S. Departnent of Health
and Human Services, 83 F.3d 1497, 1506 (D.C. Cir. 1996).
Accordingly, plaintiff argues, the Court should not consider
it the final agency action.

Def endant responds, and the Court agrees, that the March
22 Decision constitutes the “final agency action within the
meaning of 5 U.S.C. §8 704 for purposes of seeking judicial

review." See Pl.'s Mot. for Summ J., Ex. 8, n. 1.
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C. Adnm ni strative Procedure Act Clains: \Wether the
PTO s March 22 Decision Was Arbitrary and Capri ci ous

Plaintiff argues, alternatively, that even if the Court
is convinced that 8 151 does not forbid the w thdrawal of an
application fromissue after paynment of the issue fee, the
PTO s withdrawal of the patents-in-application was arbitrary
and capricious in violation of the Adm nistrative Procedure
Act (APA), 5 U S.C. 8 706 et seq. The APA authorizes the
Court to issue an injunction to "conpel agency action
unlawful ly withheld,” 5 U S.C. 8 706(1), and therefore,
plaintiff contends, this Court is authorized to order the PTO
to issue the 5 patent applications as patents. The APA al so
aut horizes the Court to "hold unlawful and set aside agency
action . . . found to be arbitrary, capricious, an abuse of
di scretion, or otherw se not in accordance with law, " or
agency action that is "in excess of statutory jurisdiction
authority, or limtations, or short of statutory right." 5
US. C 8§ 706(2) (A, (O.

Plaintiff avers that the PTO, in contravention of its own
proffered justification for w thdrawal of the patents-in-
application, did not make the required determ nation of
unpatentability. Here, the March 22 decision uphol ding the

February 17 notice indicated that the PTOrelied on 37 C.F.R
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§ 1.313(b)(3), which allows w thdrawal due to the
"unpatentability of one or nore clains,” to justify its

wi t hdrawal of the patents-in-application. Plaintiff
interprets that regulation to nean that a patent can be

wi t hdrawn only upon a finding of unpatentability, not upon a
possibility of unpatentability. But, plaintiff points out,
the March 22 decision indicates that the February 17 notice
was issued at the PTO Director's request because she believed
t hat Bl acklight's applications "raise[d] a substanti al
gquestion of patentability on one or nore clainms." March 22
Deci sion at 2. Therefore, by defendant's own adm ssion, the
PTO has not made a final determ nation on unpatentability, and
so acts in violation of its own regul ati ons, and the APA.

Def endant responds that plaintiff mkes this argunent
about PTO regul ati ons without citing any authority. On the
ot her hand, defendant's own Manual of Patent Exam ning
Procedure (MPEP) 8 1308.1 nmkes clear that w thdrawal on the
basis of unpatentability after paynent of the issue fee is a
2-step process: first, "the actual withdrawal will be handl ed
by the Ofice of Patent Publications and then the application
will be returned to the exam ner" and the unpatentable clains
are rejected. Defendant further points out that this

interpretation of the PTO regul ati on was upheld in Harley, in
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whi ch the applicant's clains were not formally rejected until
6 nonths after his application had been withdrawn from i ssue.
Harl ey, 981 F. Supp. at 12.

The Court is persuaded by the defendant's argunent. The
unpatentability subsection functions as a | ast-chance
procedural neasure to enabl e defendant to observe the PTO s
central mandate of issuing viable patents. It is not a final
pronouncenent of unpatentability. The March 22, 2000 Deci sion
informed plaintiff of this posture; it stated that the
Director's decision to withdraw the patent fromissue did not
constitute either a rejection or an adverse action on the
ultimate determ nation of unpatentability. See Pl.'s Mt. for
Summ J., Ex. 8 at 4. Plaintiff has renedies outside this
suit and this Court. See May 22, 2000 Hr'g Tr. at 55-59.
Those renedi es underm ne plaintiff's suggested interpretation
of the statute. Any subsection (3) determ nation of
unpatentability will necessarily represent only a possibility
of unpatentability, since such a determ nation, as defendant
has made abundantly clear, is not in any way a final
rejection. The PTO s withdrawal of plaintiff's patent

application in order to reconsider its patentability was
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neither arbitrary nor capricious.

V. Concl usi on

For the foregoing reasons, it is hereby

ORDERED t hat defendant's notion for summary judgnent [ 13-
1] is GRANTED; and it is

FURTHER ORDERED t hat plaintiff's notion for sunmary
judgment [11-1] is DENIED;, and it is

FURTHER ORDERED t hat the Clerk shall enter final judgnent

in favor of defendant and agai nst plaintiff.

10 This Court is troubled by several steps in the PTO s
process, however. Defendant clains that the technol ogy of the
' 294 application contravenes fundanental |aws of chem stry and
physi cs, yet the application was approved by a patent
exam ner, never reviewed by a supervisor, and would have
i ssued as a patent but for the PTO s el eventh hour w thdrawal.
Def endant conceded at the May 22, 2000 hearing that the '294
application was wi thdrawn just days before the issuance date
wi t hout the benefit of any PTO enpl oyee's re-evaluating the
file. Also, the February 17 Notice, released twelve days
bef ore the schedul ed i ssue date, gave no reason for the
wi t hdrawal besides a cryptic citation to 37 CF.R 8§
1.313(b)(3). At the May 22, 2000 hearing, defendant
represented that these are conmon occurrences, because of the
enor mous nunber of patent applications that need to be
addressed each year, and the "tremendous pressure" placed on
patent exam ners to produce work. See May 22, 2000 Hr'g Tr.
at 48. Defendant may be well-advised to examne its patent
i ssuance process so that their nornmal operations are not
conprom sed by such seem ngly suspicious procedures.
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